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Education and Training

Until April 26, Federal education and training programs operated in an atmosphere of
uncertainty because they were funded through a series of short-term continuing reso-

lutions with funding for most programs substantially reduced from fiscal year 1995 levels.
Although the omnibus appropriations law restored funding for most programs to fiscal
year 1995 levels or even slightly higher, planning and budgeting were difficult for local
school systems throughout early 1996.

Several Federal education programs are targeted directly at individuals or local school
districts and have a large effect on rural areas. These include title I of the Elementary
and Secondary Education Act (grants for educating disadvantaged students), impact aid
(reimbursement for school districts for the costs of educating school children connected to
the presence of Federal activities that limit property tax revenues), and Star Schools
(money for distance education programs). Additionally, many of the Federal grant and
loan programs for higher education, including Pell grants and Perkins loans, are very
important to rural students. Many Federal job training programs, including the Job
Training Partnership Act, have a significant effect on rural areas.

Twenty-Five Percent of Title I Funds for Educating Poor Children
Are Spent in Nonmetro Areas

Title I is one of the largest Federal education programs, with a fiscal year 1996 budget of
$7.2 billion. Title I provides schools with funds based on the poverty level of the children
within the school. In the past, title I has primarily provided funds for compensatory edu-
cation for children achieving below grade level in reading and mathematics. In 1994, the
focus of the program was changed to put more emphasis on extended learning time and
teaching higher order thinking skills, while minimizing the amount of time children are
pulled out of the classroom for remedial education. Additional changes in the program
made it easier for high-poverty schools to use title I funds to enrich all children in the
school, rather than targeting special programs only at title I eligible children.

Approximately 25 percent of title I funds are spent in nonmetro areas. Title I funds are
distributed widely across nonmetro areas, with the greatest concentrations in high-poverty
areas: the rural South, Appalachia, and Indian reservations in the West (fig. 1).

Under the continuing resolution in effect during early 1996, title I funds were reduced $1.1
billion, over 15 percent of the fiscal year 1995 spending level. Because title I is forward
funded and schools operated during the 1995-96 academic year on money appropriated
during fiscal year 1995, the budget cuts specified in the continuing resolution did not sig-
nificantly hurt title I programs. However, uncertainty about the level of funding for this pro-
gram for the academic year 1996-97 made planning difficult for schools. Local school
administrators worried that reduced title I funds would force title I schools to make signifi-
cant staffing cuts and other programmatic changes for the 1996-97 school year. Many
schools had to notify teachers that they might not be rehired in the fall, and many school
boards had to submit a budget during the spring without knowing how much Federal aid
they would get. The lack of a firm title I budget by spring 1995 put these districts in an
awkward situation.

Rural Schools Dependent on Impact Aid Funds
Faced Serious Difficulties During 1995-96 School Year

The Impact Aid Program was funded at $691 million for fiscal year 1996 under the
omnibus spending act signed on April 26, a cut of 5 percent from the fiscal year 1995
level of $728 million. Impact aid is provided to schools in lieu of property taxes, because
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a large military installation, Indian reservation, or even a national park on nontaxable fed-
erally owned land puts a tremendous strain on a school district. Impact aid covers basic
educational expenses and is not intended to provide districts with extra programs. Almost
half of impact aid funds go to school districts in nonmetro counties, and many of these
districts depend heavily on the funds. Some rural districts receive several thousand dol-
lars per student in impact aid. Without impact aid, many districts would not have the
resources to educate the large numbers of federally connected children living within their
borders. Because Federal land holdings are concentrated in the West, impact aid is a
particularly important program in rural Western counties (fig. 2).

Impact aid is one of the few education programs that are not forward funded. Funds
appropriated for fiscal year 1996 were spent during the school year 1995-96. Therefore,
local schools were hurt by the continuing resolutions in effect during early 1996, which
reduced impact aid funding from $728 million in fiscal year 1995 to approximately $550
million in fiscal year 1996.

Even this reduced level of impact aid was not available to schools until differences
between the House and Senate appropriations bills were resolved in April 1996. When
the House Appropriations Committee passed its 1996 education budget, it instructed the
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Department of Education to allocate funds according to a new formula and told it to
ignore a previously enacted hold-harmless provision that would have protected some dis-
tricts from losing money from the change in formula. The Senate said nothing about the
hold-harmless provision. Until April 26, the Department did not know how to allocate the
impact aid funds. If it honored the hold-harmless provision and Congress eventually
passed a budget bill which removed it, the Department would have to ask some school
districts to return money and redistribute it to other districts. If it ignored the hold-harm-
less provisions, but Congress decided to continue them, the Department would be in the
same position of asking for money back to redistribute to hold harmless districts. While
waiting for clear instructions from Congress on the formula to use for payments, the
Department adopted the conservative strategy of not paying any impact aid funds unless
a school district could demonstrate a cash-flow crisis. Even then, the Department only
partially paid the districts.

Star Schools Program Is Small, but Important to Isolated Rural Areas

Education’s Star Schools Program, first authorized in 1988, provides local and State edu-
cational agencies with funds to encourage improved instruction in mathematics, science,
foreign languages, literacy skills and vocational education through the use of telecommu-
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Nonmetro impact aid spending per student, fiscal year 1994
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nications. The program is designed to serve poor and geographically isolated popula-
tions. For fiscal year 1996, Congress appropriated $23 million for Star Schools. In 1994
(the latest year for which metro-nonmetro breakdowns are available), over 35 percent of
Star School funds went directly to schools in nonmetro counties. Many Star Schools
funded programs are available to the community via cable television, as well as through
individual schools. Although Star Schools is a small program compared with title I or
impact aid, it can be quite important to isolated rural communities.

Postsecondary Financial Aid Awards Delayed in 1996 Because of Budget Crisis

Federal postsecondary financial aid is a major part of Education’s budget. During the
1992-93 academic year, 32.1 percent of all undergraduates received Federal financial aid.
The average Federal grant in 1992-93 was $2,003 and the average loan was $3,723. The
fiscal year 1996 appropriations bill allocates $5.7 billion for Pell grants, a decline of 7 per-
cent from the fiscal year 1996 appropriation of $6.1 billion. About 18 percent of Perkins
loans and 19 percent of Pell grants go to nonmetro students.

The lack of a final appropriation for Pell grants and other financial aid programs for col-
lege students until April 26, combined with the two Government furloughs, made planning
difficult for both students and colleges. Because most of Education was closed for 21
work days in late 1995 and early 1996, at a time when it had planned to test a newly
implemented computer system for processing Free Applications for Federal Student Aid,
the processing of these applications was seriously delayed. Education was not able to
return to its normal 2-week processing time for financial aid applications until early April
1996. Because most colleges inform students of their financial aid eligibility by March,
this delay in processing applications altered their normal calendar.

Until the continuing resolution of March 14, 1996, Congress had not specified the maxi-
mum award amount for Pell grants, so schools were unable to tell even students whose
aid applications had been processed how large their award would be. Because many
schools supplement Pell grants with their own financial aid funds, they were unable to
make budgeting decisions about their own money. Federally guaranteed student loans
are an entitlement, so schools were able to tell students whose aid applications had been
processed how large a loan they were eligible for, but they could not give them the exact
details of the loan until late April or early May.

Other Federal Education Programs’ Effect on Rural Areas Difficult to Measure

Other Federal education programs, including Safe and Drug Free Schools and School-to-
Work opportunities, were also funded under continuing resolutions through the first half of
fiscal year 1996. Because most of these programs are forward funded, recipients did not
have to adjust to the reduced spending levels specified in the continuing resolution.
However, the reason for forward funding for education programs is to allow school dis-
tricts planning time, and that was not possible for fiscal year 1996. We are unable to
measure what proportion of the budget for these programs goes to rural schools, because
funding is allocated through the States.

Job Training Funds Cut Significantly

The Federal Government spent over $7.4 billion on job training and employment pro-
grams in fiscal year 1995. Federal spending on job training and employment peaked in
1978 at $22.7 billion (1994 dollars), before declining sharply during the early 1980’s. It
increased slowly in importance as a response to changing economic conditions in the first
half of the 1990’s, although not to anywhere near the levels of the late 1970’s (fig. 3).
Additionally, the Clinton administration has emphasized the Job Corps, increasing spend-
ing in this area more rapidly than in other Federal job training programs (fig. 4).

Job training and employment programs were among the programs with the largest budget
cuts in the fiscal year 1996 budget. However, because job training programs are forward
funded, these cuts did not take effect until July 1996. The total Employment and Training
Administration budget, which includes all training programs in Labor, is $8.6 billion for fis-
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Federal spending for Job Corps, fiscal years 1975-95
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cal year 1996, a drop of 12 percent from fiscal year 1995. Total funding for the Job
Training Partnership Act (JTPA) was cut from $4.5 billion in fiscal year 1995 to $3.9 billion
in fiscal year 1996, down 13 percent. Title IIB of JTPA, summer jobs for youths, had its
funding cut 28 percent from $867 million to $625 million. Until April 26, when the final
budget bill was signed, no one was certain whether there would be a Federal summer
jobs program in 1996, making it difficult to plan for the summer. One of the few training
and employment programs to maintain steady funding from fiscal year 1995 to fiscal year
1996 is the Job Corps.

Both the House and Senate passed legislation during 1995 to change the design and
administration of Federal job training programs. The bills would have shifted almost all
Federal job training programs into block grants to be administered by the States. The
block grants would have been used to create one-stop training centers where job seekers
could find out about all job training programs at the same time. However, the reforms
were not enacted, although there is agreement in both parties that job training programs
are too fragmented and reform is needed.

The Job Training Partnership Act, the largest of the Federal job training programs, distrib-
utes funds to States, which redistribute funds to local Service Delivery Areas where local
Private Industry Councils help set policy. If a law is enacted in the future consolidating
job training programs into a block grant, there would probably be fewer requirements to
geographically spread out job training money. A block grant could hurt rural areas if
inhabitants seeking job training are forced to travel longer distances to take advantage of
training programs. [Elizabeth Greenberg, 202-501-7980, egrnberg@econ.ag.gov]
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